. Defense

Overview

Utah's defense industry continued to expand in 2005, due to continuing
geopolitical tensions. The Defense Base Realignment and Closure
Commission (BRAC) made final recommendations for military base clo-
sures and realignments to the President in September of 2005. Utah faired
well under the commission's recommendation, the Deseret Chemical
Depot was not closed, contrary to the Department of Defense’s recommen-
dation. Hill Air Force Base and Fort Douglas would be slightly realigned,
with minimal impact; additionally HAFB gained modern F-16s as replace-
ments to older aircraft. Defense related spending in Utah in FY 2004 was
estimated at $3.2 billion, rising 4.5% from the previous year. The current
level of defense activity is expected to continue in 2006, a result of military
involvement overseas and base realignment.

Trends

Nationwide defense spending, as a percent of U.S. personal income, was
6.3% in 1986; it dropped to 2.9% in 2000, but has since risen to 3.6% in
2004. Correspondingly, as a percent of Utah personal income, defense
outlays represented 8.2% in 1986, with a low of 2.8% in 1998, but have
since been on the rise, increasing to 5.1% in 2004. Total defense related
spending in Utah was estimated at $3.2 billion in 2004, 4.5% growth from
2003 and 155.9% growth from 1997 when defense spending was the low-
est in recent history.

Contracting Activity

During the cold war build-up of the mid-1980s, a number of defense con-
tractors in Utah routinely received contracts in the $50 million range on an
annual basis. Throughout the 1990s, defense contracts to private firms
decreased considerably at both the state and national level. In recent
years, however, defense contracting in Utah has increased significantly.
Procurement contract awards increased 73.1% in 2000, 34.4% in 2001,
and 44.2% in 2003. These contracts were estimated to have decreased
slightly in 2004, yet still totaled approximately $1.9 billion.

Much of this increase in contracting can be attributed to Northrop
Grumman Corporation. Northrop was Utah's top prime contract recipient
with $816.4 million in fiscal year 2004. Northrop is not only the largest
prime contractor in the state, it is also one of the top defense contractors
in the nation. Other top prime contractors in Utah include L-3
Communications, URS Corporation, Alcoa Inc., Veritas Capital
Management LLC, Aerospace Engineering Spectrum, Utah State
University, Wasatch Energy LLC., The Carlyle Group, and Okland
Construction Company Inc. ATK Corporation, while not a top prime con-
tractor in Utah, remains a large defense contractor in the state. In 2005,
ATK and Northrop came to an agreement on a 15-year defense contract
charged with sustaining and modernizing the silo-based Inter-Continental
Ballistic Missile fleet.

Geographic Distribution

In 2003, federal defense spending in Utah was concentrated in Davis
(61.0% of the state's defense spending), Salt Lake (22.7%), Tooele
(5.4%), and Weber (2.9%) counties. However, significant spending also
occurred in Utah (2.4%), Cache (1.7%), Washington (1.3%), and Box
Elder (1.2%) counties.

Military Facilities
Hill Air Force Base, one of the state's largest employers and center of
Utah's defense industry, escaped closure under the current recommenda-
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tions by the Base Realignment and Closure Commission (BRAC).
Developments over the past several years may have helped keep Hill Air
Force Base operating. In 2004, Hill began its Falcon STAR (Structural
Augmentation Roadmap) program. The purpose of this $1 billion program
is to ensure that F-16s meet their original expectations and serve beyond
the year 2020. Aircraft modifications will continue through 2014, with most
of the work performed at Hill. By 2020, more than 1,200 F-16s will be
modified, including those flown by the active duty Air Force, Air National
Guard, and Air Force Reserve.

Because of military downsizing in other parts of the country, Hill has
become the home of the prime contractor for the military's B-2 stealth
bomber. This has helped make Hill the Air Force's "center of excellence"
for low-observable and stealth technology.

Hill Air Force Base gained, as a result of BRAC recommendations, mod-
ern F-16s to replace older aircraft. The modern aircraft will come from
Cannon Air Force Base, New Mexico. The older F-16s will move to
Homestead Air Reserve Base, Florida. Additionally in the 2005 Legislative
Session, $5 million was appropriated to purchase equipment HAFB need-
ed to move jobs currently under contract out of state to Utah. Over the
next three to five years this could bring hundreds of jobs to Utah.

The base closures and realignments recommended in September 2005 by
BRAC were passed into law by Congress in November 2005. All closures
and realignments must begin by 2007 and be completed by 2011. The
Defense Depot Ogden (DDO) was designated for closure by BRAC in
1995, and after 56 years of operation, was officially closed in September
1997. Most of the property has since been converted for private use and
is now referred to as the Business Depot Ogden (BDO). In December
1999, Ogden City approved a 70-year redevelopment project for BDO.
The property will be developed over the next 15 to 20 years and is expect-
ed to create approximately 7,000 to 10,000 jobs. In 2004, BDO contained
6.6 million square feet of space, was 84% leased by 61 different compa-
nies, and had employment of around 2,500 workers.

Workforce reductions at Tooele Army Depot (TEAD) brought the total num-
ber of jobs lost because of reductions in force and realignment since 1988
to roughly 2,500. In 2004, the workforce at TEAD numbered about 521
employees. The 1,700 acres that were formerly owned and occupied by
TEAD have been transferred to a private developer, who renamed the
area the Utah Industrial Depot (UID). As of 2004, more than 46 business-
es or organizations were located at the depot, which had 2.5 million
square feet of existing space, and employed about 840 workers. New pro-
jections forecast that more than 3,800 jobs will result from the redevelop-
ment of this property.

Outlook

In 2000, the United States spent 2.9% of U.S. personal income on
defense. This has increased as homeland security and the war on terror
warranted increased defense spending during the 2000s. Defense spend-
ing in fiscal year 2004 was estimated to have risen to 3.6% of U.S. per-
sonal income. In Utah, Defense spending has paralleled this national
trend. As a share of Utah personal income, defense spending rose from
2.8%in 1998 to 5.1% in 2004. Total defense related spending in Utah was
estimated at $3.2 hillion in 2004, and this level of defense activity is
expected to continue in 2006, a result of military involvement overseas
and base realignment.
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Figure 67
Federal Defense Spending in Utah
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Figure 68
Federal Defense Spending in the U.S.
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Table 76

Federal Defense-Related Spending in Utah by County (Thousands of Dollars)

Change in
Total Spending

2003 2002 from 2002 to 2003
Percent of

County Wages' Procurement  Other Total? State Total> Absolute  Percent
Beaver $722 $4 $373 $1,099 0.0% $1,116 -$17 -1.5%
Box Elder 5,473 27,090 3,788 36,351 1.2% 29,484 6,867 23.3%
Cache 2,741 40,497 8,065 51,302 1.7% 38,849 12,453 32.1%
Carbon 309 0 1,126 1,435 0.0% 1,464 -29 -2.0%
Daggett 0 0 74 74 0.0% 74 0 0.0%
Davis 730,444 1,104,471 56,633 1,891,548 61.0% 1,498,332 393,216 26.2%
Duchesne 0 365 628 993 0.0% 2,114 -1,121 -53.0%
Emery 0 25 404 429 0.0% 395 34 8.6%
Garfield 0 1 256 257 0.0% 334 -7 -23.0%
Grand 0 0 348 348 0.0% 338 10 3.0%
Iron 1,235 1,136 2,723 5,094 0.2% 4,147 947 22.8%
Juab 0 2,458 335 2,793 0.1% 612 2,181 356.3%
Kane 2 255 747 1,004 0.0% 688 316 45.9%
Millard 789 1,881 617 3,287 0.1% 2,231 1,056 47.4%
Morgan 0 43 1,363 1,406 0.0% 1,524 -118 -1.7%
Piute 0 19 134 153 0.0% 137 16 11.5%
Rich 0 45 181 226 0.0% 182 44 24.2%
Salt Lake 143,218 485,249 74,635 703,103 22.7% 607,082 96,021 15.8%
San Juan 345 2 374 721 0.0% 1,741 -1,020 -58.6%
Sanpete 1,737 0 1,276 3,013 0.1% 3,042 -29 -1.0%
Sevier 1,083 25 1,437 2,545 0.1% 2,558 -13 -0.5%
Summit 3,904 12,237 3,391 19,532 0.6% 17,728 1,804 10.2%
Tooele 51,016 111,982 3,966 166,964 5.4% 123,215 43,749 35.5%
Uintah 464 24 1,146 1,634 0.1% 1,564 70 4.5%
Utah 9,308 40,298 24,752 74,358 2.4% 46,213 28,145 60.9%
Wasatch 0 454 681 1,135 0.0% 769 366 47.6%
Washington 26,497 1,325 12,399 40,221 1.3% 38,922 1,299 3.3%
Wayne 0 0 207 207 0.0% 210 -3 -1.4%
Weber 13,251 41,190 36,317 90,758 2.9% 82,868 7,890 9.5%
Undistributed 0 0 0 0 0.0% 0 0 0.0%
State Total $992,538 $1,871,074 $238,376 |$3,101,988 100.0% $2,507,933 $594,055 23.7%
Notes:

1. Wages do not include fringe benefits.

2. Totals do not match the previous tables because of differences in accounting methods and data sources.

3. The Consolidated Federal Funds Report for FY 2004 will be released by the U.S. Census Bureau near the

end of December 2005.
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Table 77

Federal Defense-Related Spending in the Utah (Thousands of Dollars)

U.S. Fiscal Year 2004

Navy & Air  Other Defense
PERSONNEL/EXPENDITURES Total Army Marine Corps Force Activities
I. Personnel - Total 33,875 10,940 1,596 20,537 802
Active Duty Military 5,756 296 156 5,304 0
Civilian 14,715 2,323 26 11,564 802
Reserve and National Guard 13,404 8,321 1,414 3,669 0
Il. Expenditures - Total $3,451,209 $790,400 $193,435 $2,329,463 $137,911
A.  Payroll Outlays - Total 1,548,035 413,937 63,809 1,021,982 48,307
Active Duty Military Pay 242,647 11,840 11,192 219,615 0
Civilian Pay 812,029 120,210 1,507 642,005 48,307
Reserve and National Guard Pay 212,157 206,087 3,400 2,670 0
Retired Military Pay 281,202 75,800 47,710 157,692 0
B.  Contracts - Total 1,877,914 355,063 126,334 1,306,941 89,576
Supply and Equipment Contracts 383,304 65,861 91,451 189,942 36,050
RDT&E Contracts 114,691 48,223 18,357 44,951 3,160
Senice Contracts 1,341,289 208,671 16,482 1,065,770 50,366
Construction Contracts 31,916 25,594 44 6,278 0
Civil Function Contracts 6,714 6,714 0 0 0
C. Grants 25,260 21,400 3,292 540 28
EXPENDITURES MILITARY & CIVILIAN PERSONNEL
Payroll Grants/ Active Duty
Major Locations Total Outlays Contracts | Major Locations Total Military Civilian
Hill Air Force Base $1,103,859 $864,987 $238,872 | Hill Air Force Base 16,883 5,233 11,650
Clearfield 803,424 19,027 784,397 | Salt Lake City 868 308 560
Salt Lake City 413,393 96,488 316,905 | Dugway 614 0 614
Ogden 161,297 31,797 129,500 | Tooele 497 27 470
Dugway Proving Grd 94,861 44,632 50,229 | Tooele Army Depot 496 0 496
Draper 64,089 80 64,009 | Draper 258 6 252
Tooele 61,261 3,429 57,832 | Ogden 173 8 165
Dugway 55,981 35,814 20,167 | West Jordan 131 6 125
Farmington 49,854 9,191 40,663 | Park City 101 0 101
Tooele Army Depot 47,925 30,964 16,961 | Brigham City 82 14 68
PRIME CONTRACT AWARDS
Navy & Air  Other Defense
Prior 7 U.S. Fiscal Years Total Army Marine Corps Force Activities
2003 $1,898,541 $271,990 $177,539 $1,270,367 $178,645
2002 1,509,355 158,032 126,908 1,112,107 112,308
2001 1,250,523 171,938 81,979 836,374 160,231
2000 949,993 122,195 143,204 592,796 91,798
1999 532,907 104,705 80,850 284,789 62,563
1998 470,140 117,115 84,675 203,773 64,576
1997 442,443 94,060 111,371 157,009 80,003

Top 10 Contractors Receiving the Largest Dollar
Volume of Prime Contract Awards in Utah

Total Amount

NORTHROP GRUMMAN CORPORATION
L-3 COMMUNICATIONS HOLDING, INC
URS CORPORATION

ALCOA EXTRUSIONS, INC

VERITAS CAPITAL MANAGEMENT LLC
AEROSPACE ENGINEERING SPECTRUM
UTAH STATE UNIVERSITY RESEARCH
WASATCH ENERGY, LLC

THE CARLYLE GROUP

OKLAND CONSTRUCTION COMPANY INC

$816,436
194,190
146,885
103,069
31,617
27,650
21,569
17,563
17,208
15,570

Note: Accounting conventions used by DIOR differ from those used by the Census Bureau and therefore numbers may not match.

Source: "Atlas/Data Abstract for the US and Selected Areas," by the Statistical Information Analysis Division of the Directorate of Information

Operations and Reports (DIOR).
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Table 78

Federal Defense-Related Spending in the United States (Thousands of Dollars)

U.S. Fiscal Year 2004

Navy & Air
PERSONNEL/EXPENDITURES Total Army Marine Corps Force Activities
I. Personnel - Total 2,763,823 1,254,573 752,281 673,189 83,780
Active Duty Military 1,055,314 395,842 346,970 312,502 0
Civilian 634,185 220,558 175,696 154,151 83,780
Resene and National Guard 1,074,324 638,173 229,615 206,536 0
Il. Expenditures - Total $345,891,078 $111,440,848 $103,465,749 $91,120,871 $39,863,606
A.  Payroll Outlays - Total 139,490,361 50,026,050 45,384,164 39,353,284 4,726,863
Active Duty Military Pay 50,488,778 15,781,550 20,110,352 14,596,876 0
Civilian Pay 36,233,796 12,013,695 11,309,940 8,183,298 4,726,863
Resene and National Guard Pay 10,302,525 9,120,389 562,994 619,142 0
Retired Military Pay 42,465,262 13,110,416 13,400,878 15,953,968 0
B.  Contracts - Total 203,388,706 59,249,012 57,658,816 51,533,525 34,947,353
Supply and Equipment Contracts 94,971,360 24,720,820 27,450,710 25,256,856 17,542,974
RDT&E Contracts 32,062,066 7,860,500 10,299,211 10,176,402 3,725,953
Senice Contracts 67,655,246 19,920,092 18,464,791 15,753,962 13,516,401
Construction Contracts 5,438,343 3,485,909 1,444,104 346,305 162,025
Civil Function Contracts 3,261,691 3,261,691 0 0 0
C. Grants 3,012,011 2,165,786 422,769 234,062 189,390
EXPENDITURES MILITARY & CIVILIAN PERSONNEL
Payroll Grants/ Active Duty
Major Locations Total Qutlays Contracts | Major Locations Total Military Civilian
Fort Worth, TX $9,187,656 $278,516 $8,909,140 | Fort Bragg, NC 48,386 42,768 5,618
San Diego, CA 7,354,895 3,456,175 3,898,720 | Fort Hood, TX 47,095 42,742 4,353
Washington, DC 5,227,865 1,676,618 3,551,247 | Camp Pendleton, CA 39,515 37,443 2,072
St. Lous, MO 5,101,117 200,776 4,900,341 | Camp Lejeune, NC 34,764 31,948 2,816
Huntsville, AL 4,633,003 270,866 4,362,137 | San Diego, CA 30,735 17,801 12,934
Norfolk, VA 4,546,509 3,241,181 1,305,328 | Fort Campbell, KY 28,585 26,306 2,279
Arlington, VA 4,517,336 2,227,846 2,289,490 | Arlington, VA 26,865 11,742 15,123
Long Beach, CA 3,954,051 68,299 3,885,752 | Norfolk, VA 24,197 15,382 8,815
Groton, CT 3,590,117 298,806 3,291,311 | Fort Benning, GA 23,520 20,493 3,027
Tucson, AZ 3,333,045 366,551 2,966,494 | Washington, DC 23,289 9,625 13,664
PRIME CONTRACT AWARDS
Navy & Air  Other Defense
Prior 7 U.S. Fiscal Years Total Army Marine Corps Force Activities
2003 $191,221,483 $51,633,384 $54,147,119 $53,286,321 $32,154,660
2002 158,737,107 42,326,057 45,610,812 44,572,156 26,228,083
2001 135,224,752 36,515,221 40,497,012 38,023,684 20,188,835
2000 123,294,978 32,614,979 38,963,003 35,368,606 16,348,400
1999 114,875,127 30,049,383 37,451,740 32,438,343 14,935,661
1998 109,385,850 28,471,955 36,652,133 30,138,618 14,123,145
1997 106,561,099 28,249,679 34,522,055 30,971,306 12,818,059
109,407,896 28,829,374 33,855,101 34,886,724 11,836,698

Top 10 Contractors Receiving the Largest Dollar
Volume of Prime Contract Awards in the US Only

Total Amount

LOCKHEED MARTIN CORPORATION
THE BOEING COMPANY

NORTHROP GRUMMAN CORPORATION
GENERAL DYNAMICS CORPORATION
RAYTHEON COMPANY

UNITED TECHNOLOGIES CORP
SCIENCE APPLICATION INT CORP
HUMANA INC

L-3 COMMUNICATIONS HOLDING INC
COMPUTER SCIENCES CORPORATION

$20,627,639
17,063,962
11,773,358
9,459,352
8,297,451
5,028,921
2,398,536
2,369,766
2,243,654
2,079,242

Note: Accounting conventions used by DIOR differ from those used by the Census Bureau and therefore numbers may not match.

Source: "Atlas/Data Abstract for the US and Selected Areas," by the Statistical Information Analysis Division of the Directorate of Information

Operations and Reports (DIOR).
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